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6 Docket No. E-00000J- 14-0023

7

IN THE MATTER OF THE COMMISSION'S
INVESTIGATION OF VALUE AND COST OF
DISTRIBUTED GENERATION.

8

9

G RAND CANYO N S TATE
E LE C TR IC  C O O P E R ATIVE
AS S O CIATIO N INC. ' S
E XCE P TIO NS  TO
R E C O MME NDE D O P INIO N
AND O RDE RN
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11 Grand Canyon State Electric Cooperative Association, Inc. ("GCSECA"), on behalf of its

12 electric distribution cooperative members (the "Cooperatives"),l submits these exceptions to
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13 Adminis tra tive  Law Judge  J ibilian's  Recommended Opinion and Order da ted October 7, 2016

14 (the "ROO").

15 COOPERATIVE FLEXIBILITY

16 GCSECA apprecia te s  the  time  and ene rgy tha t both the  Utilitie s  Divis ion Staff and Judge

17 Jibilian invested in this  docke t and in deve loping the  proposed methodologies  described in the

18 ROO. The  ROO conta ins  severa l important Findings  supported by the  Coopera tives .

1 9 Specifica lly, GCSECA agrees  tha t the  current Ne t Mete ring tha t provides  for the  banking of

20 Distributed Generation ("DG") exports should be eliminated and replaced by a mechanism for

21

22

23

| GCSECA's electric distribution cooperative members include Dixie Escalante Rural Electric Association, Inc.,
Duncan Valley Electric Cooperative, Inc., Garkane Energy Cooperative, Inc., Graham County Electric Cooperative,
inc., Navopache Electric Cooperative, Inc., Mohave Electric Cooperative, Inc., Sulfur Springs Valley Electric

Cooperative, Inc., and Trico Electric Cooperative, Inc.
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1 utility dire ct purcha se  of DG e xports . (ROO, Finding 131, p. 166, 17-19.) The  ROO a lso11.

2 correctly recognizes  tha t rooftop solar DG customers  a re  partia l requirements  customers  and

3 should be treated as a  separate  ra te  class where supported by a  valid cost of service  study.

4 (ROO, Findings  151 and 152, p. 169, ll. 5-10.)

5 Additiona lly, GCSECA supports  and reques ts  Commiss ion approva l of the  portions  of

6 the  ROO tha t acknowledge  the  Coopera tives ' unique  characte ris tics  and a fford them flexibility to

7 address  the  various  DG issues  ra ised in this  proceeding. GCSECA specifica lly supports  the

8 Ordering Paragraph establishing tha t the  Coopera tives  should not be  required to comply with any

9 one -s ize -fits -a ll re quire me nts  (ROO, p. 172, ll. 1-3). In ke e ping with the  goa l of fle xibility,

10 GCSECA proposes  a  few additiona l revis ions  in order to cla rify tha t the  Coopera tives  a re  not

l l subject to the  provis ions  of the  ROO establishing methodologies  for se tting the  ra te  pa id for DG

12 exports  (e ithe r the  "S ta ff Avoided Cos t Me thodology with Five -Yea r Foreca s ting" or the  "S ta ff

13 Resource  Comparison P roxy Me thodology with a  Five -Yea r Rolling Ave rage") or requiring tha t

14 the  ra te  be  se t in a  full ra te  case . The  record conta ins  ample  support for excluding the

15 Coopera tives  from these  requirements  in light of the  economic and opera tiona l hardships

16 involve d, including the  following ke y conce rns .

1 7 Firs t, the  me thodologies  re fe renced in the  ROO involve  complica ted, multi-factored

18 analyses , potentia lly requiring s ignificant amounts  of da ta  to be  ga thered and ana lyzed. These

19 methodologies  a re  be tte r suited for inves tor-owned, integra ted utilitie s , not dis tribution-only

20 coopera tives . While  certa in components  of these  methods may be  applicable  to the

21 Coopera tives , the  Coopera tives  should be  a llowed to ca lcula te  the ir DG export ra tes  using

22 ca lcula tions  and procedures  ta ilored to the ir unique , individua l circumstances . For example , the

23 Coopera tives  (unlike  integra ted utilitie s ) do not avoid any s ignificant future  genera tion or

24 2
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1 transmission costs as a  result of DG because a  reduction in system peak demand does not reduce

2 the ir fixed genera tion and transmission costs , which a re  purchased through long-te rm wholesa le

3 contracts . Accordingly, to the  extent tha t S ta ff' s  Avoided Cost Methodology (e specia lly the

4 matrix a ttached there to as  Exhibit A) is  based on avoided genera tion and transmission, it is

5 inapplicable  to the  Coope ra tives . Likewise , for Coope ra tives  tha t do not currently have  utility

6 sca le  sola r PPAs in place  or have  utility sca le  sola r PPAs not re flective  of current pricing, use  of

7

8

Staff s  Resource  Comparison Proxy Methodology could result in unreasonably high export ra tes

ca lcula ted using other utility PPAs as  a  proxy.2 For these  reasons, GCSECA proposes tha t the

9 Commission ente r a  Decis ion tha t does  not limit the  Coopera tives  to the  ROO's  methodologies ,

10 but a llows them to use  Staff" s  as well as other reasonable  approaches to ca lcula te  their DG

l l export ra tes .3 GCSECA a lso requests  confirmation tha t the  Coopera tives  with and without

12 pending ra te  cases a re  not subj act to providing the  underlying da ta  for the  ROO's

13 methodologies

1 4 Next, under the  current Net Metering system, many of the  Coopera tives  have  the  option

15 to revise  the ir ta riffs  annually based on updated avoided cost da ta  and without the  need for a  full

16 ra te  case . This  flexible  approach makes sense , given the  Coopera tives ' unique  circumstances,

17 including the  fact tha t they purchase  power through wholesa le  contracts . GCSECA be lieves  a

18 simila r approach should be  used for se tting the  Coopera tives ' excess  DG ra te . Ins tead of

1 9

20

2 1

22

23

z Specifica lly, non-Coopera tive utility sca le solar PPAs reflect cos ts  tha t are not necessarily representa tive of a
Cooperative's  avoided costs  because such utilities  are subject to mandatory renewable energy targets  and the
Cooperatives  are not.
3 For ins tance, if S ta ffs  Resource Comparison Proxy Methodology is  reflective of current sola r pricing or
es tablishes  a  s ta tewide utility scale solar PPA price, the Cooperatives  should have the option of us ing that price as  a
proxy.
4 We note that the Cooperatives  with pending ra te cases  are not included in the recommended order rela ted to Net
Metering wa ivers  (ROO, p. 171, ll. 16).
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1 requiring the  time and expense  of a  full ra te  case , GCSECA proposes  a llowing the  Coopera tives

2 to adjust the ir excess compensation ra te  based on periodic da ta  filings.

3 Based on the  foregoing, GCSECA respectfully requests  tha t the  Commission modify the

4 ROO to confirm the  Coope ra tive s ' exemption from manda tory applica tion of the  ROT's  two

5 proposed methodologies and ra te  case  requirement. To this  end, GCSECA proposes the

6 following re vis ions  (a dditions  shown in bold):

7 Page  154, lines  6-11, be  revised to read as  follows:

8

9

1 0

11

GCSECA reques ts  tha t the  Coopera tives  be  a fforded flexibility to
deve lop ra te  des ign solutions  to cos t shifts  re sulting from DG
integra tion, and tha t the  Coopera tives  not be  required to comply
with any one -s ize -fits -a ll requirements  tha t would impose
economic and opera tiona l hardships . As Sta ff s ta tes , the
Coopera tives  a re  diffe rent in important respects  from the  other
utilitie s  pa rticipa ting in this  proceeding. We  be lieve  tha t the  va lue
of DG nae ogy methodologies we adopt here in

1 2 3 I as • * 3 °r\r*. 1 Rx . re 1 re; |' /\• 1 1- * 9 1 s 1 a 1

1 3

1 4

1 5

1 6

should be available to the Cooperatives, but do not require the
Cooperatives to provide all the data included in the
methodologies and do not foreclose the option to utilize other
methodologies that may be more appropriate to address a
given Cooperative's unique circumstances. Instead, the
method for determining the rate that a particular Cooperative
should pay for DG exports should be evaluated on a case-by-
case basis.

1 7 Finding 155, page  170, lines  1-3, be  revised to read as  follows:

1 8

1 9

20

2 1

22

23

The Cooperatives should be afforded flexibility to develop rate
design solutions to the cost shift caused by DG and should not be
required to comply with any one-size-fits-all requirements that
would impose economic and operational hardships. Therefore, in
pending and future rate cases, the Cooperatives shall not be
limited to Staff's Avoided Cost methodology or Staff's
Resource Comparison Proxy methodology and shall not be
required to provide to Staff all the underlying data that these
methodologies rely upon. Further, the Cooperatives shall have
the option to revise their export compensation rates based on
updated data filings without the need for a full rate case.

24 4
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1
Firs t Ordering Paragraph on page  172, lines  1-3, be  revised to read as  follows:

2

3

4

5

6

7

8

IT IS  FURTHER ORDERED tha t the  Coope ra tives  should be
a fforded flexibility to deve lop ra te  des ign solutions  to the  cos t shift
caused by DG and should not be  required to comply with any one-
s ize -fits -a ll requirements  tha t would impose  economic and
ope ra tiona l ha rds hips . The re fore , in pe nding a nd future  ra te
ca se s , the  Coope ra tive s  sha ll not be  limite d to S ta ff's  Avoide d
Cos t me thodology or S ta ff's  Re s ource  Compa ris on P roxy
me thodology a nd s ha ll not be  re quire d to provide  to S ta ff a ll
the  unde rlying da ta  tha t the s e  me thodologie s  re ly upon.
Furthe r, the  Coope ra tive s  s ha ll ha ve  the  option to re vis e  the ir
e xport compe ns a tion ra te s  ba s e d on upda te d da ta  filings
without the  ne e d for a  full ra te  ca s e .

9 GRA1}ID_FATHERING

1 0 GCSECA is  a lso concerned tha t the  grandfa thering requirement se t forth in the  ROO is

11 too rigid. The  ROO proposes  tha t a ll DG cus tomers  who s igned up for new DG inte rconnection

12 prior to the  e ffective  da te  of the  Comlniss ion's  decis ion in a  pending or future  ra te  case  to be

13 cons ide red "fully grandfa the red" and leaves  no room for utility-specific exceptions  or inquirie s .

14 (Roe, p- 153, 1. 23 -1>. 154, 4.)

1 5 As an initia l matte r, the  Coopera tives  be lieve  it is  premature  to decide  the  issue  of

16 grandfa thering ra te  design. Whether or not a  particular ra te  design should be  grandfa thered

17 needs to be decided in a  ra te  case when the proposed rate  design changes are  actually known.

18 Blanke t grandfa thering of ra te  des ign in a  vacuum could lead to improper results  and potentia lly

19 contentious ra te  case  issues about what the  blanket grandfa thering actually intended to cover.

20 Alte rna tive ly, should the  Commiss ion decide  to se t ra te  des ign grandfa the ring policy

21 outs ide  of a  ra te  case , the  scope  of the  ROO's  grandfa ther provis ion requires  cla rifica tion. The

22 language  prohibiting "any changes to ra te  design" should be  applicable  only to circumstances

23 where  a  separate  ra te  class is  established for DG customers, is  supported by evidence in a  ra te

24
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1 case  establishing tha t no ra te  design change is  appropria te , and should apply only to DG-re la ted

2 design issues. To the  extent tha t DG customer(s) are  not in a  separa te  ra te  class, then they should

3 be  trea ted s imila rly to non-DG customers  and should be  subject to any genera lly applicable  ra te

4 design changes. Because  the  language  in the  ROO could be  inte rpre ted to improperly prohibit

5 the  Commission from adopting genera lly applicable , non-DG ra te  des ign changes  s imply

6 because  the  changes would apply to grandfathered DG customers, GCSECA urges the

7 Commission to e limina te  the  "ra te  des ign" re fe rences  or otherwise  cla rify the  intended scope .

8 GCSECA is  a lso concerned tha t the  ROO's  grandfa the ring provis ion is  incons is tent with

9 the  Commiss ion's  recent decis ion in the  UNS Electric ra te  case , Decis ion No. 75697, which

10 acknowledged tha t "each unique  ra te  case  may warrant diffe rent results ." (Decis ion No. 75697,

11 p. 119, 1. 15.) The  Coopera tives  a re  a  prime  example  of unique  utilitie s  tha t may warrant

12 diffe rent results . For ins tance , as  demonstra ted in one  GCSECA 1nember's  currently pending

5 . . . .
13 ra te  case , rura l coopera tives  can experience  a  hlgher percentage  of rooftop solar penetra tion

14 because  of the ir typica lly highe r re ta il ra te s , which provide  for-profit sola r contractors  highe r

15 re turns . Coopera tives  a lso se rve  rura l a reas  tha t a re  often the  most economica lly cha llenged in

16 the  Sta te . As a  result, extending the  grandfa thering cutoff has  a  disproportiona te  impact on non-

17 DG coopera tive  members  who a re  often the  leas t financia lly equipped to pay for the  cost shift.

18 There fore , GCSECA proposes  the  following revis ions  (additions  shown in bold) to be tte r a lign

19 the  Commission's  decis ion in this  case  with its  s ta tements  in Decis ion No. 75697 and preserve

20 the  Commiss ion's  ability to fully eva lua te  the  impact tha t grandfa the ring will have  on the

21 Cooperatives and their rura l members :

22

2 3 5 Docket No. E-01461A-15-0363.
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1 Page  153, line  21 - page  154, line  4, be  revised to read as  follows:

2

3

4

5

6

7

8

9

1 0

Genera lly, grandfa thering decis ions should be  made  in the  context
of a  ra te  case . However, the  va lue  of DG methodology we  adopt
in this  proceeding may lead to a  change , however gradual, in the
compensa tion ra te  for sola r exports  tha t will be  se t in pending
utility ra te  cases . The re fore , it is  important to make  clea r tha t for
the  firs t utility ra te  ca se  in which the  va lue  of DG me thodology we
adopt in this  proceeding will be  used, our de fault policy is  tha t
the new export compensation rate set in that case;as=4well-asaaay

s hould apply only to DG cus tomers
who s ign up for new DG inte rconnection a fte r the  e ffective  da te  of
the  Decis ion issued in tha t utility ra te  case . Unles s  unique
c ircums tances  warrant diffe rent res ults , DG cus tomers  who
have  s igned up for new DG inte rconnection before  the  e ffective
da te  of the  Decis ion issued in tha t utility ra te  case  will be
considered to be  fully grandfa thered and continue  to utilize
currently-implemented-ratecleaigrr-and ne t me te ring, and will be
subj e t to currently-exis ting rule s  and regula tions  impacting DG.

11 Firs t Full Ordering Paragraph on page  171, lines  2-9, be  revised to read as  follows:

1 2

1 3

1 4

1 5

1 6

1 7

1 8

IT IS  FURTHER ORDERED tha t for the  firs t utility ra te  ca se  in
which the  va lue  of DG methodology we  adopt in this  proceeding
will be  used, including pending cases , our de fault policy is  tha t
the  new export compensation ra te  se t in that case;-as-well-asany

s hould apply only to DG cus tomers
who s ign up for new DG inte rconnection a fte r the  e ffective  da te  of
the  Decis ion issued in tha t utility ra te  case . Unles s  unique
c ircums tances  warrant diffe rent res ults , DG cus tomers  who
have  s igned up for new DG inte rconnection before  the  e ffective
da te  of the  Decis ion issued in tha t utility ra te  case  will be
considered to be  fully grandfa thered and continue  to utilize
currently-implemented-rate de s igns nd ne t me te ring, and will be
subj e t to currently-exis ting rule s  and regula tions  impacting DG.

1 9

20

2 1

22

23
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1 RESPECTFULLY SUBMITTED this  15111 day of November, 2016.

2 GALLAGHER & KENNEDY, P .A.

3

4
>>'

V

5

6

By
Jd Cranston
2575/East Camelback Road
pp _I1iX, Arizona  85016-9225
Attorneys  for Grand Canyon S ta te  Electric

Coope ra tive  As s ocia tion, Inc..
7

8 Origina l and 13 copies  filed this
15th day of November, 2016, with:

9

1 0

11

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, Arizona  85007

12 Co ry of the  foregoing de live red this
15" day of November, 2016, to:

13

1 4

1 5

Teena  J ibilian, Adminis tra tive  Law Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, Arizona  85007

1 6

17 Commies of the  foregoing ma iled this
15' da y of Nove mbe r, 2016, to:

1 8

1 9

20

2 1

Ga rry D. Ha ys
La w Office s  of Ga rry D. Ha ys , PC
2198 East Camelback Road, Suite  305
Phoenix, Arizona  850 l6
ghays@lawgdh.com
Attorney for The  Arizona  Sola r

Deployment Alliance

Greg Patterson
Munge r Cha dwick
916 West Adams, Suite  3
Phoenix, Arizona  85007
greg@azcpa.org, GpattersQn3@cox.net
Attorneys  for The  Arizona  Compe titive

P owe r Allia nce
22

23

24 8
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2

Charles  Kre tek
Columbus  Electric Coope ra tive , Inc.
P .O. Box 63 l
De ming, Ne w Me xico 88031

3

4

Jason D. Gellman
S ne ll & Wilme r, LLP
One Arizona  Center
400 East Van Buren Stree t, Suite  1900
Phoenix, Arizona  85004
Attorne ys  for More na  Wa te r a nd Ele ctric

Company and Ajo Improvement Company

5

La De l La ub
Dixie  Esca lante  Rura l Electric

Associa tion, Inc.
71 Eas t Highway 56
Be ryl, Uta h 84714

6

7

Roy Arche r, P res ident
Morenci Wate r and Electric Company

and Ajo Improvement Company
p. o. Box 68
More nci, Arizona  85540

8

Steven Lunt
Dunca n Va lle y Ele ctric Coope ra tive , Inc.
P .O. Box 440
222 North Highwa y 75
Duncan, Arizona  85534

9

1 0

11

Willia m p. S ulliva n
La w Office s  of Willia m P .

S ulliva n, P .L.L.C.
501 East Thomas Road
Phoenix, Arizona  85012
wps@wsullivan.a ttorney
Atrorne ys for Ga rka ne  Ene rgy

Coopera tive , Inc.

Dan McC1endon
Ma rcus  Le wis
Garkane  Energy Coopera tive , Inc.
P.O. BOX 465
Loa , Utah 84747

1 2

1 3
Nancy Bae r
245 San Pa tricio Drive
Sedona, Arizona  86336-4757

1 4

Than W. Ashby
Graham County Electric Coopera tive , Inc.
P .O. Dra we r B
9 West Center Street
P ima , Arizona  85543

1 5 p. 0. Box 433
Payson, Arizona  85547

1 6

1 7

Tyle r Ca rlson
P e ggy Gillia n
Mohave  Electric Coope ra tive , Inc.
P .O. Box 1045
Bullhe a d City, Arizona  86430

1 8

Richa rd C. Adke rson
Ajo Improve me nt Compa ny
333 North Centra l Avenue
Phoenix, Arizona  85004-2189

1 9

20

Charle s  R. Moore
P a ul O'Da ir
Navopache  Electric Coopera tive , Inc.
1878 West White  Mounta in Bouleva rd
Lakes ide , Arizona  85929

2 1

Gary Pie rson
Arizona  Electric Power Coope ra tive , Inc.
P .O. Box 670
1000 South Highway 80
Benson, Arizona  85602

22

23
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1

2

Vince nt Nitido
Trico Ele ctric Coope ra tive , Inc.
8600 West Tangerine  Road
Mara  fa , Arizona  85658

3

Nichola s  J . Enoch
Lubin & Enoch, P .C.
349 North Fourth Avenue
Phoenix, Arizona  85003
Attorne ys  for IBEWLoca ls  387,

1116 and 769
4

5

Le wis  M. Le vins on
1308 East Cedar La ne
Payson, Arizona  85541

6

David G. Hutchens
Ke vin P . La rson
UNS  Ele ctric, Inc.
PO. BOX 711
MS  HQE901
889 East Broadway Boulevard
Tucson, Arizona  85701-0711

7

8

Susan H. P itca irn
Richa rd H. P itca irn
1865 Gun Fury Road
Sedona, Arizona  86336

9

Ma rk Holoha n
Arizona  Sola r Ene rgy Indus trie s  Associa tion
2122 West Lone  Cactus  Drive , Suite  2
P hoe nix, Arizona  85027

1 0

11 Co>ies of the  foregoing emailed this
15' da y of Nove mbe r, 2016, to:

1 2

1 3

1 4

1 5

Janice  Alward, Chie f Counse l
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
ja lward@a;<;c.gov

Thomas  Brode rick, Director
Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
tbr<Qerick@azcg_.gov

1 6

1 7

1 8

Maureen A. Scott
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
n3scott@azcc.gov

Te rri Ford
Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
tford@azcc.gov

1 9

20

2 1

22

Matthew Laudone
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
mlaudone@azcc.goy

Richa rd Lloyd
Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
rlloyd@a zcc.gov

23

24 1 0



1

2

3

4

Danie l W. Poze fsky
Re s ide ntia l Utility Consume r Office
l 110 West Washington, Suite  220
Phoenix, Arizona  85007
dpozefsky@azruco.gov
Attorney for Res identia l Utility Consumer

Ojice  (R UCO)

Cra ig A. Ma rks
Cra ig A. Ma rks , P LC
10645 North Ta tum Blvd., Suite  200-676
Phoenix, Arizona  85028
Cra ig.Marks@azbar.org
Attorne ys  for Arizona  Utility

Ra tepaye r Alliance

5

6

7

8

COLlI't s . Rich
Rose  Law Group, PC
7144 East Ste tson Drive , Suite  300
Scottsda le , Arizona  85251
CRich@RoseLawGroup.com
Attorneys  for The  Alliance  for Sola r

Choice  tfAs c>

9

C. Webb Crocke tt
Pa trick J . Bla ck
Fennemore  Cra ig, PC
2394 East Camelback Road, Suite  600
Phoenix, Arizona  85016-3429
wcrocke t@fcla w.com
pb1ack@fclaw.com
Attorne ys  for Fre e port-McMoRa n

Coppe r & Gold, Inc. and Arizonans
for Ele ctric Choice  a nd Compe tition

1 0

11

1 2

Dillon Holme s
Clean Power Arizona
9635 North 7th Street, #47520
Phoenix, Arizona  85067
di1lon@<;l_eanpoweraz.org

1 3

1 4

Thoma s  A. Loquva m
Thomas Mum aw
Melissa  Kruege r
P innacle  West Capita l Corpora tion
p. o. Box 53999, MS  8695
Phoenix, Arizona  85072-3999
Thomas.Loquvam@pinnac1ewest.com
Thomas.1Vlumaw@pinnaclewest.com
Melissa .Krueger@pinnaclewest.com
Atoorneysfor Arizona  Public Se rvice

Company

1 5

1 6

Albert Gervenack, Vice  Pres ident
Sun City West Property Owners

& Res idents  Associa tion (PORA)
13815 Camino De l Sol
Sun City West, Arizona  85375
vicepres@porascw.org

1 7

Me gha n H. Gra ve l
Osborn Maledon, PA
2929 North Centra l Avenue , Suite  2100
Phoenix, Arizona  85012
m,<8rabe1@omlaw.com
Attorneys  for Arizona  Inves tment Council

1 8

1 9

20

Gary Yaquinto, P re s ident & CEO
Arizona  Inve s tme nt Council
2100 North Centra l Avenue
Phoenix, Arizona  85004
gyaquinto@arizona ic.org

Timothy M. Hoga n
Arizona  Ce nte r for La w

in the  Public Inte re s t
514 West Roosevelt Street
Phoenix, Arizona  85003
thoga_n@a_Q1pi-otg
Attorneys  for Vote  Sola r and

Western Resource Advocates
2 1

22

23
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1
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